cn Hy 
| *%% 
ih € 
news etter ::! +3 
U. S. Department of Housing and Urban Development % “thi o 


Washington, D.C. 20410 (202) 755-5280 "Whigte oo 


September 30, 1974 Vol. 5 No. 39 


Current Trends 


Acquisitions of 1-4 family home mortgage loans by lenders totaled $20.5 billion in 
the second quarter. .. compared to $22.3 billion a year ago. Acquisitions for the first half of 
1974 amounted to $35.3 billion. ..down $4.1 billion from a year ago. Second quarter 
acquisitions of long-term loans on multifamily properties totaled $3.3 billion. ..down 8 
percent from the second quarter of 1973. Acquisitions of conventional multifamily loans 
represented 80 percent of long-term multifamily loans acquired. Federal credit agencies 

. principally FNMA. . . acquired 81 percent of all long-term FHA multifamily loans during 
the second quarter of 1974. 


A recent survey of utility charges and real estate taxes in Section 236 projects for 
1971 and 1973 found that in the 2-year period taxes increased $81 per unit and utilities 
increased $67 per unit. The total of $148 represented a 35.4 percent increase. It is projected 
that there will be a further increase of 12 percent in 1974... which represents the equivalent 
of an increase of $13.86 per unit per month. 


Effective interest rates on FHA-insured and VA-guaranteed home mortgage loans 
closed during the first week in August were higher than during early July. The loans closed 
averaged 9.60 percent. ..up from 9.35 percent in early July. The effective interest rate on 
commitments to make FHA-VA home loans rose in early August to 9.59 percent 

. compared to 9.39 percent a month earlier. Among the major lender groups surveyed, the 
effective rate on FHA-VA home loans closed during the first week in August at mortgage 
companies was 9.73 percent; at commercial banks, 9.50 percent; at mutual savings banks, 
8.95 percent; and at savings and loan associations, 9.50 percent. 


Project notes totaling $779 million representing 94 local housing authorities were sold 
in mid-September at an average interest rate of 6.125 percent. The interest rate last month 
was 6.47 percent. Bids ranged from 5.83 percent to 6.48 percent. The average maturity of 
the notes sold was 7.3 months. Proceeds of the note sale will be used to reimburse the 
Federal Government for funds advanced to local authorities and to refund maturing notes for 
low-rent housing projects. 
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Mobile Homes Cost More 


During the first 5 years, owners of mobile homes may pay more for shelter than 
conventional homeowners... according to a survey made by the Texas Department of 
Community Affairs. The survey compared payments made by owners of $10,205 trailers with 
those made by owners of conventional homes that cost $18,389 and found the average 
monthly costs to mobile homeowners to be $377.39... compared with $373.47 for the other 
group. The costs included principal, interest, taxes and insurance. . . plus other items not always 
considered. .. such as lot rental, maintenance, and depreciation. The survey did not include 
appreciation in the value of the conventional home. 


For a free copy, write Texas Department of Community Affairs, P.O. Box 13166, 
Capitol Station, Austin, Texas 78711. 





Housing Mini-Summit Held 


In Atlanta on September 12... the third of the current series of the President’s 
economic mini-summits was held...covering housing and related problems. The major 
question asked by the participants... representing segments of the economy directly or 
indirectly involved in housing, construction, mortgage financing, and associated activities 
... was how this industry can contribute toward the fight against inflation without being 
itself the prime victim of the fight. 


The essence of the meeting, as reported by the New York Times on September 13: 
The Mortgage Bankers Association of America summed up the situation. . . calling housing 
both the “‘victim of inflation” and the “‘scapegoat of restraint.” 


The National Rural Housing Coalition put it this way: “Housing has been a doublé 
victim of inflation. First, rising costs have priced a growing proportion of Americans—now 
the vast majority—out of the market for new housing. Second, the impact of the Federal 
Government’s monetary policies has fallen hardest on housing.” 


James T. Lynn, the Secretary of Housing and Urban Development, who presided at 
the conference as President Ford’s representative, made clear in an interview that he was well 
aware of the ‘double-victim’ status of housing. And he said that he did not like it. 


“As far as saying we have one or two industries that have to take the steam out of 
inflation, I’m totally against it,” he said. Productivity suffers in the long run and the Nation’s 
interests are not served by ‘violent swings’ in the housing industry,” he said, adding “what 
you’ve seen here is part of an attempt to moderate the swings.” 


The current swing in housing has seen housing construction starts fall from an annual 
rate of 2.5 million single family homes and apartments in late 1972 to 1.3 million this 
summer. 


For the Administration, the question is how to cushion any effect on housing of the 
attempts to curb inflation. The host of possibilities suggested—ranging from vigorous 
implementation of newly authorized housing subsidy programs to tax deductions that would 
encourage deposits in the savings institutions that invest in housing—will be scrutinized and 
considered at length, Mr. Lynn said. 
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More States Raise Interest Ceilings 


Tight mone y policies, floating-rate notes. . . and the vacation season. . . have combined 
to interfere with attempts by some States to make more funds available for mortgage loans. 
This was the consensus of a random sample survey conducted by the National Association of 


Realtors in eight States that have raised their interest rate limits since early this year. 


The raising of interest rate limits was supported by both the National Association and 
the savings and loan industry in an effort to make rates on mortgage loans more competitive 
with those charged other borrowers. In many areas... the hike also was intended to prevent 
the outflow of funds to neighboring States where permissible limits were higher. 


States where interest ceiling were raised recently are Illinois, Kentucky, Maryland, 
Mississippi, North Carolina, Pennsylvania, Vermont, and West Virginia. Vermont’s 7.5 percent 
limit...now 8.5 percent...was the lowest nationally. Rates in the seven other States now 
range from 8.5 percent to 10 percent. 


But, according to Realtors contacted in the survey, raising of the maximum rates 
apparently did little more than keep the “mortgage market crunch” from worsening. 


Working against the beneficial effects of higher rates in these States have been: the 
tight money situation and competition from other savings plans... including floating-rate 
notes that offer higher interest rates than thrift institutions...and the need for money 
during the vacation period. 





Land Sales Law Strengthened 


Measures further protecting the public are built into a section of the new Housing 
and Community Development Act of 1974. Under the new requirements. . . covering land 
development. . . if a prospective customer is given a property report less than 48 hours before 
he signs a contract, he now has three business days, after the agreement is signed, to notify 
the developer he has changed his mind and wants to revoke the contract. The old regulations 
limited the grace period under these conditions to 48 hours after signing the contract. 


This extra margin of protection will serve its purpose only if the buying public takes 
the time to read the property report. .. or have it examined by an expert, in time to exercise 
the revocation option. 


In another change. ..developers no longer will be legally permitted to seek signed 
agreements from customers waiving their revocation rights if they have inspected the land 
and have read and understood the property report. 


Interstate Land Sales Administrator George K. Bernstein has announced that the 
property reports and contract forms prepared by registered developers must be revised to 
reflect these changes, and must be filed with HUD’s Office of Interstate Land Sales 
Registration. The deadline for this is October 21... the date on which the 1974 amendment 
to the Land Disclosure Act becomes effective. 
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GNMA Purchases Increased 


Secretary Lynn has announced a 15 percent increase in mortgage amounts eligible for 
purchase under the Tandem Plan program of the Government National Mortgage Association 
(GNMA). This action will allow GNMA to purchase mortgages between $33,000 and $38,000 
at a below-market interest rate of 8-3/4 percent throughout the United States. 


In January...GNMA was authorized to purchase mortgages to support construction of 
200,000 units at a below-market interest rate of 7-3/4 percent. In May...GNMA was 
authorized to purchase an additional 100,000 units of mortgages at an interest rate of 8 
percent, upon expiration of its 7-3/4 percent program. The 8-3/4 percent plan announced 
will be allocated from the previously announced Tandem Plan authorization for 300,000 
units. 


GNMA has committed to purchase 150,000 units at the 7-3/4 percent interest rate to 
date. After committing to purchase the remaining 50,000 units...expected by 
mid-October. ..GNMA will launch the 100,000 unit, 8 percent interest rate program. These 
programs at the indicated interest rates will be continued for mortgages below $33,000. 


In a related action, the Federal Home Loan Mortgage Corporation announced modifica- 
tion of its special forward commitment program to allow a maximum mortgage amount of 
$45,000 at an interest rate of 9 1/4 percent. 


* 
New Mobile Home Interest Rate 


Effective September 12, 1974... the maximum allowable interest rate for FHA —insured 
mobile home loans was increased to 12 percent for applications dated on or after that date. 
The old rate was 11.25 percent...set in May of this year...under a 1973 statute 
authorizing the HUD Secretary to make the rate current with the conventional money 
market. 


Published weekly by the U.S. Department of Housing and Urban Development 
... James T. Lynn, Secretary... William I. Greener, Jr., Assistant to the Secretary 
for Public Affairs...James C. Biller, Editor. Subscription rate $7.30 per year, 
domestic. .. $9.15 foreign. Address all communications regarding subscriptions, 
changes of address, etc. to the Superintendent of Documents, Washington, D.C. 
September 30, 1974 20402. Use of funds for printing this publication approved by the Office of 
HUD-318-143-PA Management and Budget, January 9, 1973. 





Modernization Program Authorized 


Secretary Lynn has announced that $20 million in contract authority has been 
authorized to finance an estimated $215 million in capital improvements for low-rent public 
housing projects under the HUD modernization program. Contract authority is for the 1974 
modernization program which was deferred into 1975 due to lack of sufficient contract 
authority in FY 1974. An additional $20 million for the 1975 program is anticipated later in 
the year. 


“The primary objective of the modernization program is to upgrade the living 
conditions of persons living in public housing,” Secretary Lynn said. “‘This relatively large 
funding program should make a substantial improvement in the housing conditions of many 
of the families living in the more than 1.1 million units of public housing in this country.” 


Modernization funds are obtained by local housing authorities from HUD for the 
specific purpose of financing capital improvements. An authority can make such site 
improvements as installing new sidewalks. ..and such structual improvements as needed to 
alter existing family space for larger families, or to meet the special needs of the elderly or 
handicapped. Such items as new heating plants, kitchen cabinets to replace existing shelves, 
security and protective devices, and community facilities can be installed or built. 


w 


First Annual Assistance Directory Published 
What do NLC, EDA, APWA, and LEAA all have in common? 


Answer: All are organizations—either private or governmental—which assist city 
governments in different ways. And...in an effort to bring order out of confusion. . . these 
and 200 other urban-oriented organizations are listed in the first Nation’s Cities 1974-75 
Annual Directory, published in the July issue of Nation’s Cities... the monthly magazine of 
the National League of Cities. 


The Directory will assist elected and appointed officials and others... to sort out the 
numerous governmental agencies and national associations which offer various types of 
programs and information city halls can use. 


Divided into subject areas such as ‘““Community Development,” “Transportation,” and 
“Environmental Quality,” the Directory lists each organization’s address, telephone number, 
principal officers, purpose, publication, and annual meeting information. In the case of 
Federal agencies, regional offices and administrators also are listed. 


Copies of the directory issue of Nation’s Cities are available for $1 each from the 
National League of Cities, 1620 Eye St., N.W., Washington, D.C. 20006. 
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